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The acrua! financial impact of L 3 E P  on either the RBOCs 01 their comperiror~ 
,s. of cowst. what inrestars care ahout. Lnfonunaiel!. 11 is difficult I O  

qujntif! hecause i t  depends so much on the companies' straregiei The more 
C L t C s  are ahie to cream-skim in a gi\en markc:. the hener iheir own margins 
and the greater the damage IO the KBOC. The C L t C s '  ahiltr! to cream-skim. 
in rum. depends not onl? on the CLECs' o\\n s t r a q i e s .  hut on the RROCs' 
\<in-bacL ztloni. nh ich  onen include the tnrroductio.i o i n e u  pricing plans and 
:he RBOCs' ahiiii! io offer all-dts:ance plans. Thus. damage IO the RBOCs' 
financiais comes nor only from the con\ersion of retail revenues to wholesale 
rebenor>. hut lrorn a broader repricing in response io conipctinton The offset 
from lcmp disrance appears to he tiirl! minor. at this puin: .4lthough 
ul:imatei! all-dlaance custoniers ma) he "s:ickter' than those \I ho use only 
unr: , en  ice. intriail! borli stdi.5 i re  l i k e l ~  to spend more un marhering to fight 
chum :ha" they did hefore 
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Market Outperformer 
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I Large-Capvalue 

Price USS28 11 

United States 
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Frank 1. Governali, CFA 
'.dnk governa l ipgr  cam 
Portland 1-207-772-3300 

J a m  Armstrong. CFA 
lason arrnrtrong@gr corn 
Portland 1-207-772-3391 

Goldman Sachr 
Global Equity Research 

SBC Communications, Inc. (SBC) 
Meeting with SBC CFO highlights key 
initiatives; no estimate or ratings change. 

Price performance 1M 3M :2M 
< ~ .  -19% - : < c .  
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S W L d G f l ~ ~ ~  ~ ~ ~~ ~ ~~ 
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Capi lr l iz i l ion Forr~artrlvaluation 2W2E 2003E 

Latest mi dcbt/!ra%h! CSCOPt EPS. 

Sharcr outrtanding 3325mn ' MAY difler from US G M P  

~~~~~ 
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SBC considers fixing the UNE-P mess, as a prime corporate objective. Delayed LO entry in 
kev locations, combined with the lowest UNE-P rates in the countrv, have uniquely 
eGosed SBC to profii-eroding share loss. Despite this, SBC's CFO Randall Stephenion s t i l l  
sees stable cash flows through aggressive cost cutting, combined with the ability to 
maintain trends in share repurchases and dividend hikes. Consolidation in wireless i s  
another key objective of SBC. Acknowledging the proliferation of conversations among 
wireless carriers, Stephenson indicated a l l  talks arestill preliminary. In the meantime 
Cingular i s  raising prices, sacrificing sub growth, and looking to improve profits. 

FOR IMPORTANT INFORMATION ABOUT COLDMAN SACHS' RATING S Y S T E M  AND OTHER OISCLOSURES. REFER IO 

REPRESENTATIVE. 
THE END OF THIS MATERIAL. CO TO hllp://www.gr.t~m/rcreaI~h/hedge.html, OR CONTACT YOUR INVESTMENT 



SBC Communications. Inc. 

__~-  ~ 

2 Coldrnan Sachs Global Equity Research 




